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BRE NT WE E KE S ,
Compla ina nts ,

v.
P INE WATER COMP ANY, a n  Ar izo n a
Corpo ra tion

Re s p o n d e n t.

)

3
) DOCKET NO. W-03512A-07-0019
)
)
)
)
)
)
)

Compla ina nts , RAYMOND R. P UGEL AND J ULIE B. P UGEL, a s  trus te e s  of THE RAYMOND

R. P UGEL a nd J ULIE B. P UGEL FAMILY TRY S T, a nd ROBERT RANDALL a nd S ALLY RANDALL,

AS S ET TRUS T MANAGEMENT, a nd BRENT WEEKES , he re by s ubmit the  Notice  of Filing Re butta l

Testimony in this referenced matter. Attached hereto as Exhibit A is the  Rebutta l Testimony of Ray Pug el.

RESPECTFULLY SUBMITTED this  24th day ofjanua ry, 2008.

GLIEGE LAW OFFICES , P LLC

Is /john G. Giie ge
John G. Gliege
Attorney for Compla inants ,
Puget et al., Asset Trust Management, and Brent Weekes
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Original and 19 copies mailed/delivered

This 24"' day otlJanuary, 2008 to:

Arizona Corporation Commission
Attn: Docket Control
1200 W. Washington
Phoenix, AZ 85007

Copies of the foregoing mailed/delivered
This 24"' day of January, 2008 to:

Kevin O. Torrey
Attorney, Legal Division
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Christopher Kempley, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Emest G. Johnson, Director
Utilities Division
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Jay L. Shapiro
Fennemore Craig
3003 North Central Ave. Ste 2600
Phoenix, AZ 85012-2913

David W. Davis, ESQ.
Tulley, Swan & Childers, P.C.
3101 N. Central, Suite 1300
Phoenix, AZ 85012-2643

Robert M. Cassaro
PO Box 1522
Pine, AZ 85544

William F. Haney
3018 E. Mallory st.
Mesa, AZ 85213

Barbara Hall
PO Box 2198
Pine, AZ 85544
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EXHIBIT A

Rebuttal Testimony

of

Ray Pug el
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REBUTTAL TESTIMONY OF RAY PUGEL

Question: State your full name.

Ans we r: Ra y P ug e l

Q: You are a party to this proceeding before the Arizona Corporation Commission?

A: Yes

Q: You have been present during the testimony given in this matter and have reviewed the transcript of

the se  proce e dings?

A: Yes

Q: On Page 926 - Line 18 of the Transcript Mr. Hardcastle states that he is sick of paying legal bills.

He has also repeatedly stated that he only makes prudent business decisions. Do you believe that the

expenditure of water customer monies in this case is a prudent decision by Mr. Hardcastle?

A: If our property is not deleted from the Certificate of Convenience and Necessity, and if it is

developed in a manner which would require connections to the Pine Water Company, the number of

connections which would be available probably would never generate sufficient funds to recover his

legal expenses in this matter. I do not believe that this is a prudent decision.

Q: On Page 933 - Lines ll to 25 Mr. Hardcastle states that the engineering firm came up with the

proposal to hook up the Milk Ranch Well. Do you believe that this is true?

A. On page 1465 lines 1-24 Mr. Hardcastle rebuts himself when he states that he instructed the

engineers regarding what he wanted looked at in the proposal to hook up the Milk Ranch Well. Clearly

he chose an expensive alternative.

Q: On Page 938 of the Transcript Mr. Hardcastle discusses Interconnection costs. Do you believe that

the decisions he is making concerning the costs of interconnection are prudent?
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A: The  land P ine  Wate r Company sold to Richey used to be  a  dis tribution point for P ine  Wate r

Company. This  prope rty is  loca ted 3 l l ' from our we ll. It would have  been more  prudent to have

re ta ined ownership of tha t prope rty and use  it for dis tribution point coming from the  Milk Ranch Well or

a  we ll tha t could have  been drilled the re  by PWC. In addition, the  300,000 ga llon s torage  tank should

have been re ta ined on the  site  and refurbished.

Q: have  you found other examples of Pine  Water Company making less  than prudent business

decisions?

A: Yes . On Page  94land 942 Mr. Hardcas tle  points  out tha t they have  made  a  ente red into a  contract

regarding the  KG well before  the  ana lysis  of tha t project is  comple ted.

Q: On Pa ge  948 - Line  12 of the  Tra nscript Mr. Ha rdca s le  cla ims  tha t the  Milk Ra nch We ll is  not fully

deve loped. Is  tha t correct?

A. It is  fully de ve lope d for a  minimum of 150 rpm with a  poss ible  sus ta ina ble  yie ld of 300 rpm. We

jus t need sand filte rs . A common s itua tion according to the  Flags ta ff wa te r department.

Q: On Page  952 Lines  6 through 13 of the  Transcript Mr. Hardcastle  expressed his  concern about los ing

production in the  we lls  he  had recently drilled by going deepe r. To your knowledge  cm you rega in

production in a  we ll if you go too deep and lose  it?

A: If you lose  production, you can sea l off a  we ll and rega in it.

Q: On Page  957 Lines  5 throughl 8 of the  Transcript Mr. Hardcas tle  indica ted tha t the  pee r reviews of

the  KG wells ite  did not indica te  a  be tte r a lte rna tive  to the  K2 s ite . Is  tha t correct?

A: At leas t 2 of the  peer reviews sa id P ine  was  a  be tte r a lte rna tive  and so did Mike  P lough

Q: Did you provide  informa tion to the  P ine  S trawbe rry Wa te r Improvement Dis trict and Mr. Ha rdcas tle

about your we ll prior to the ir making a  decis ion about the  K2 we lls ite?
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A: The  24 hour te s t on our we ll was  comple ted on 9/25/06. I handed this  document out a t the  Oct.

PSWID mee ting and gave  a  presenta tion to the  PSWID board. Mr. Hardcas tle  was  in a ttendance . The

meeting date  was Oct 19, 2006.

Q: On Page 974 Line  12 of the  Transcript Mr. Hardcas tle  te s tified tha t the  K2 we ll s ite  is  la rge  enough

to have  a ll the  drilling ope ra tions  conta ined on it. Do you be lieve  tha t is  true?

A: No. I know he  doesn't because  I have  drilled a  deep we ll. You need room for the  drilling rig, the

cas ing, the  drill rod, and a  compressor the  s ize  of a  small RV. In addition, you have  to dispose  of the

effluent and on tha t property you cannot have  a  hole  big enough to percola te  and dispose  of it= It is

improbable  tha t the re  is  sufficient room on the  KG site  to hold a ll these  things ..

Q: On Page  978 Line  21 through Page  979 line  7 of the  Transcript Mr. Hardcas tle  indica tes  tha t it is  not

unusua l to require  a  deve lope r to provide  a  depos it to the  utility be fore  the  utility will beginning review

the  prope rty owner's  proposa l. In your expe rience  is  this  a  usua l or norma l activity?

A: No. It is  not norma l. with AP S  you put down a  de pos it a fte r you know the  cos ts . You do not give

them $10,000 to open a  dia logue .

Q: On Page  993 Line  15 through Line  17 of the  Transcript Mr. Hardcas tle  te s tified tha t the  tank

purchased by Mr. Richie  was  only to be  used for fire  protection. Is  tha t correct?

No: - The  ta nk wa s  re furbishe d for pota ble  wa te r.

Q: On Page  1045 Lines  2 through 9 Mr. Hardcas tle  indica ted tha t the  leaking line  in front of your

building was  a  threa t to the  building. Do you agree?

A: The re  was  no threa t to the  building. At tha t time  we  had gra ss  and our leach fie ld is  the re . I noticed

some wet spots  and thought it was my sewage system. I discovered it was fresh water and ca lled the

utility compa ny.
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Q: On Page  1058 Lines  9 through 19 of the  Transcript Mr. Hardcastle  gave  an es timated cost to the

wa te r cus tomers  for a  $4 million dolla r inves tment. Do you be lieve  tha t this  e s tima te  is  unive rsa lly

accurate?

A: Ma ybe  for a  priva te  wa te r compa ny. But bonding by dome s tic wa te r improve me nt dis trict ove r a

longer period a t preferred interest ra tes  is  much less  cost.

Q: On Page  1092 Line  23 through 25 of the  Transcript Mr. Hardcastle  indica tes  tha t you want someone

e lse  to solve  your wa te r problems othe r than yourse lf. Do you be lieve  tha t is  correct?

A: I think drilling a  we ll a nd litiga ting to ge t out of his  CC&N is  solving our own cha lle nge s .

Q: On Page  1190 Lines  8 through 14 of the  Transcript Mr. Hardcas tle  ta lks  about the  injury to his

C C &N because  of a  smalle r cus tomer base . Do you be lieve  tha t the  de le tion of your property will have

an impact upon the  public interest or the  customer base?

A: No, P ine  Wate r Company has  had a  mora torium in place  a lmost the  whole  time  it has  owned the

system and cannot add customers  anyway, so ,de le ting our property does  not harm the  CC&N'?  In

addition, he  proved his  own s ta tement to be  untrue  by a llowing 2 litigants  to buy the ir way out of his

CC&N.

Q: On Page  1196 Line  l through 3 of the  Transcript Mr. Hardcas tle  s ta tes  tha t he  be lieves  tha t the

sus ta ina bility of the  Milk Ra nch We ll is  in que s tion. Is  it?

A: Our sus ta inability te s t is  wha t is  approved by DWR for 100 yea r adequacy. It is  the  same  te s t tha t is

to be  done  on the  K2 to prove  its  sus ta inability and to ve rify the  rpm.

Q: On Page  1208 of the  Transcript Mr. Hardcastle  advoca tes  ge tting a  100 year water production

capacity. If you had tha t capacity for your we ll, but joined is  sys tem, would the  entire  sys tem have  tha t

capacity?

A: No probably not. Furthe rmore , the  e ffect of this  would be  to dilute  the  100 yea r production capacity

of the  well because  the  water from it would be  commingled with the  Pine  Water System Water and s ince

there  is  a  shortage  the re  it would take  more  of the  wa te r from the  Milk Ranch Well. In essence , be ing
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outs ide  the  CC&N the  Milk Ranch well has  more  than enough water to take  care  of the  needs of the

Pug e l Randall Property. If the  Milk Ranch Well becomes a  part of the  Pine  System the  Pug e l Randall

Property will be  se rved subj e t to the  limita tions  placed on the  P ine  Wate r Company, and thus  the

prope rty will have  le ss  wa te r ava ilability and be  deva lued accordingly.

On Page  1241 Lines  through 4 of the  Transcript, Mr. Hardcas tle  speaks  of his  incentive  to inves t

money in the  company for future  growth, but in othe r portions  of the  Transcript he  s ta tes  tha t Growth

must pay for Growth. Does  this  appear to be  a  contradiction?

A: Yes . Mr. Ha rdcas tle  says  he  has  incentive  to inves t in company for future  growth, but in be ing

adamant tha t growth must pay for growth the re  is  no incentive  for him to invest furthe r in the  company .

On Page  1244 Lines  9 through 22 of the  Transcript Mr. Hardcastle  indica tes  in discussing the  fact tha t

his  company makes no profit off of the  water which is  hauled, does tha t appear to be  correct?

A: No. By pa ying commodity ra te  for this  wa te r to a nothe r compa ny owne d by Brooke  Utilitie s  a  profit

is  made  for Brooke  Utilitie s  on hauled wa te r.

Q: Mr. Hardcas tle  on Page  1247 of the  Transcript indica te s  tha t the re  must be  a  "Will Se rve" le tte r in

orde r for P ine  Wate r Company to purchase  wa te r from Milk Ranch Well, LLC. Is  tha t correct?

A: A will se rve  le tte r is  not ne ce ssa ry for P ine  to purcha se  wa te r from Milk Ra nch We ll. Wha t is

necessary is  tha t Pine  Water Company request tha t it be  a llowed to purchase  water and the  negotia tion of

a reasonable agreement concerning the cost of the water purchased.

On Page  1264 Line  4 through 5 of the  Transcript Mr. Hardcastle  has  sa id tha t you have  made  it clear tha t

you do not want to have  any business  dea lings  with P ine  Wate r Company. Is  tha t your position?

A: I sa id I would se ll wa te r to him only a s  a  la s t re sort. In othe r words , if the  people  of P ine 's  hea lth

and safe ty were  in jeopardy.

Q: On Page  1298 Line  17 through 19 of the  Transcript Mr. Hardcas tle  indica ted tha t he  could probably

supply one  me te r to your prope rty. Is  this  true?
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A: No he  can't. We  applied for a  me te r for the  RV Park and were  turned down by P ine  Wate r

Compa ny.

Q: On Page  1327 Line  l through 4 Mr. Hardcas tle  s ta te s  they have  deve loped 2 we lls  for the  benefit of

P ine  which a re  loca ted in S trawberry. Are  these  of any benefit to P ine?

A: So long as  Pine 's  customers  do not ge t this  water these  a re  of no benefit to them and are  of benefit to

the  Strawberry Water Company, ye t P ine 's  customers  pa id for these  wells  and do not ge t the  water when

they need it.

Q: On Page  1331 Line  17 and 18 Mr. Hardcas tle  te s tified tha t the  K2 well s ite  is  about three  quarte rs  of

a n a cre s . Is  this  corre ct?

A: No. It is  only a bout a  1/5 of an acre .

Q: On Page  1340 Lines  l through 10 Mr. Hardcas tle  s ta tes  tha t the  wa te r hauling surcharge  only

provides  for a  portion of the  wa te r hauling cos ts . Is  this  tota lly correct?

A: No. Wha t Mr. Hardcas tle  fa ils  to s ta te  is  tha t P ine  buys  from a  re la ted company a t commodity ra te s

and tha t P ine  diverts  PWC water to Strawberry so Pine  pays more  in hauling charges than it should

without any recovery of these  costs .

Q: On Page  1352 Line  9 Mr. Hardcastle  te s tifie s  tha t the  s torage  tanks  sold to Mr. Richie  were  no longer

useful to P ine  Wate r Company. Do you be lieve  tha t to be  true?

A: No, one  of the  tanks , a  300,000 ga llon one  was res tored by Gila  County for potable  wate r thus  it was

use ful.

Q: Do you see  the  benefit to P ine  Customers  tes tified about by Mr. Hardcastle  on Page  1377 Line3, to

the  arrangement whereby Pine  Water s tays in Strawberry?

A: No, the re  is  no benefit. P ine  Wate r Customers  a re  paying to haul in wa te r to replace  this  wa te r a t a

substantia lly higher cost so they are  not benefited.
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Q: If the  Milk Ranch Well were  connected to only a  portion of the  P ine  Wate r Sys tem would tha t

portion be  benefited?

A: Yes  by connecting the  Milk Ranch We ll to a  portion of the  sys tem it would provide  wa te r for tha t

portion and re lieve  the  remainder of the  sys tem of the  requirement of providing wate r to tha t sector.

Q: On Page  1443 Line  16 of the  Transcript Mr. Hardcas tle  indica ted the  Dis trict rece ived the  pee r

re vie ws . Is  this  corre ct?

A: No. Only 2 members  of the  dis trict got the  pee r review reports . Othe rs  did not see  the  reports  until

they were requested by Judge Nodes and then made public.

Q: Do you agree  with Mr. Hardcastle  on Page  1488 Line  14 of the  Transcript tha t he  has  not done

anything to cause  the  mora toria  to continue?

A: No, P ine  Wate r Company has  not found any wa te r. If it had the  mora toria  could be  lifted.

Q: On Page  1607 Line7 through 9 of the  Transcript Mr. Hardcas tle  s ta te s  tha t the  Morrison Maie rle

S tudy looked a t a ll of S trawberry and P ine . Is  tha t correct?

A: No, it is  not true . The  s tudy looke d a t S tra wbe rry.

Q: On Page  1609 Line  6 and 7 Mr. Hardcas tle  indica ted tha t you drilled the  Milk Ranch Well where  you

did because  you owned the  property. Is  tha t correct?

A: No, tha t is  not true . The  Milk Ra nch We ll wa s  drille d in tha t loca tion be ca use  Mike  P lough sa id it

was an exce llent loca tion.

A '

Q: On Page  1619 Line  8 of the  Transcript Mr. Hardcastle  says  tha t the  payment of $10,000 is  not for the

right to negotia te . Is  tha t correct?

No, the  Will se rve  le tte r says  you must deposit $10,000 poor to the  negotia tion of any agreements .

Q: On Page  1686 Line  17 through 19 Mr. Hardcastle  s ta tes  tha t Project Magnolia  was  inopera tive  in the

summer of 2007, Do you agree?
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A: Based on the  te s timony of Mr. Bosse rt it is  clea r tha t tha t is  infect not true  and tha t P ine  Wate r

Company was  sending wate r to S trawberry Wate r Company via  Project Magnolia .

Q: On Page  1751 Line  7 through 12 Mr. Hardcas tle  te s tified tha t Mr. Richie  did not become  involved in

negotia tions  rega rding the  K2 we lls ite  until la te  in the  fa ll of 2006. Is  tha t correct?

A: No, I firs t brought up the  conflict in my le tte r of Octobe r 24, 2006 re ga rding this  ma tte r.

Q: Mr. Olea  te s tified tha t things  a re  ge tting be tte r in P ine  rega rding the  wa te r s itua tion. Do you agree

with tha t?

A: No, the  community is  hauling more  wa te r than eve r be fore , the  lines  a re  continuing to break,

customers are  continuing to compla in and the  costs  have  increased, so no it is  not be tter.

Q: Mr. Olea  te s tified tha t if theKla  we ll was  not successful it would mean tha t the re  is  no deep acquire r

under P ine  or S trawberry. Do be lieve  tha t is  correct?

A: No, Mr. Olea  has  not fully s tudied the  issue , was  not aware  of informa tion conce rning the  exis ting

wells  in the  community, and has  mere ly applied an ultra  res trictive  approach to considering the

informa tion. To hit wa te r in P ine  it is  he lpful to be  in the  vicinity of a  fa ult line .

Q: Do you think tha t Mr. Olea  should be  a llowed to te s tify in this  ca se?

A: Absolute ly not. He  te s tifie d with the  S ta ff' s  solution prior to he a ring a ny of the  te s timony. How ca n

you formula te  an opinion tha t a ffects  people 's  lives  prior to hea ring the  te s timony of the  pa rticipants .

The  proper course  should be  to formula te  the ir recommendation a fte r hearing the  facts . They issued an

opinion without knowing the  de ta ils  of the  case . Evidence  of this  is  tha t he  had to amend his  written

te s timony twice .

Q: Does  tha t conclude  your written Tes timony?

A: Ye s
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